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An Organization for the 
Protection of Trade-Marks and Trade Names 


The United States Trade-Mark Association, organized in 1878 and incorporated 
in 1887 as a non-profit organization under the laws of the State of New York, 
performs the following services for its members: 


LIBRARY OF TRADE-MARK INFORMATION 


During its sixty-three years of existence the Association has been accumulating compre- 
hensive records, files and a general library of information on trade-mark matters. Members or 
their counsel have access to these records at any time. 


DISTRIBUTION OF TRADE-MARK INFORMATION 


From the trade-mark data on hand and constantly being gathered on state, federal and foreign 
law enactments, rules and regulations of administrative bodies, court decisions, articles and 
addresses by authorities, the Association by means of its formal publications, such as “The Trade- 
Mark Reporter,” “Master Index and Digest to the Trade-Mark Reporter (1911-1936),” and 
frequent “Legal Reports,” distributes valuable and timely trade-mark information and discussion 
among its members. 


LEGISLATIVE ACTIVITIES 


In all cases where manufacturers are confronted by proposed state, federal or foreign trade- 
mark laws, rules and regulations of administrative bodies or laws deemed adverse to their 
interests, the Association places its facts and findings at the disposal of the trade-mark owners 
concerned so that they can point out to lawmakers and others the harmful features and effects of 
such measures. Conversely, the same procedure is followed for measures deemed beneficial and 
constructive. 


SPECIAL SERVICES 


In addition to the foregoing general services, the Association is prepared to perform various 
special services free for members, or at cost when outlays of money or unusual expenditures 
of the staff’s time are involved. 

These special services consist of investigations of fact, trade-mark searches, notifications, filing 
and publication of slogans and all similar matters which do not involve or imply the practice 
of law. 


SOUND POLICIES AND PRACTICES 


The activities of the Association are at all times planned and supervised by a strong Board 
of Directors composed of important trade-mark owners whose efforts are supplemented and 
guided by able committees composed of business men and trade-mark attorneys. This makes 
the Association’s services of exceptional value to members. 
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OPA REGULATIONS AND FAIR TRADE ACTS 


PART I 


OPA’S GENERAL MAXIMUM PRICE REGULATION AND STATE FAIR 
TRADE ACTS 


By John Wolff, Senior Attorney 


Office of Price Administration 2 































The question of the effect of the Emergency Price Control Act on fair trade 
contracts has in the past few months occasionally arisen in connection with individual 
price regulations issued by the Office of Price Administration, but not until the issu- 
ance of the General Maximum Price Regulation, effective May 18, 1942, has the 
problem become of general significance both to the manufacturers of trade-marked 
articles and to retailers selling those articles. It may be useful therefore to deal 
briefly with the major questions that are bound to come up regarding the effect of 
the General Maximum Price Regulation on fair trade contracts. Sections 2 and 8 
are the principal provisions bearing on this problem. 


I. Section 2 of the Regulation provides that a seller’s maximum price for a com- 
modity or service shall be the highest price charged by the seller during the month 
of March, 1942. Let us now consider the meaning of this provision with reference 
to some typical situations. 

1. Suppose a fair trade contract, effective February 28, 1942, fixed the retail 
price of a certain brand of tooth paste at 30 cents. All retailers sold at this price 
during the month of March. Because of a subsequent increase in cost, it is now 
desired to raise the retail price to 35 cents. In view of the provision of section 2, 
this cannot lawfully be done. The maximum price that may be charged by the re- 
tailers for this particular commodity is 30 cents. 

2. Suppose that retailer A was violating his obligation during the entire month 
of March by selling at 25 cents instead of at 30 cents. What is the highest price 
that A may now lawfully charge? There would seem to be little doubt that under 
section 2 the maximum price for each seller thereunder is the highest price charged 
by him during March, 1942, regardless of whether or not that price was then or is 
now lawful under the terms of the state fair trade act or contracts entered into there- 
under. It is clear that under section 2(a) the maximum price for retailer A will be 
25 cents. However, it has been asserted by some trade circles interested in the fair 


1. The views expressed are those of the writer and not necessarily those of the Office of Price 
Administration. 

2. Note—The present emergency legislation has brought about a great number of difficult 
legal problems with respect to the applicability of such legislation to trade-marked products. One 
of the questions which is now in the forefront of discussion has to do with the relationship of the 
regulations of the Price Administrator’s Office to resale price maintenance agreements entered 
into before the effective date of the O. P. A.’s regulations. 

We are fortunate in securing an article from an authority on this subject who is now Senior 
Attorney in the Price Administrator’s Office and in daily contact with the problems discussed 
in his article—Eb. 
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trade movement that he may not sell the brand at the maximum price, but must dis- 
continue selling it. The argument runs along this line: Section 2 merely provides 
what the maximum price shall be for any seller. It does not in terms authorize a 
sale at this maximum. Whether or not a sale can lawfully be made at that 
maximum depends upon whether the retailer would violate his obligation under the 
fair trade act if he sold at this price. In our hypothetical case the retailer cannot 
lawfully sell below 30 cents without violating the Fair Trade Act. On the other 
hand, he cannot sell above 25 cents without violating the Regulation. In this 
dilemma he cannot lawfully sell that brand and the only thing for him to do is to 
stop selling it. 

While the General Maximum Price Regulation and the fair trade act could be 
reconciled on this basis theoretically, the writer believes that actually a case of con- 
flict is presented. A state fair trade act which would compel any retailer to dis- 
continue selling trade-marked articles, thus disrupting the free flow of goods and 
bringing about a rise of prices is pro tanto inconsistent with the purposes and the 
policy of the General Maximum Price Regulation. It is a fundamental proposition 
that a state statute enacted to regulate trade practices must give way when it is in- 
consistent with a federal statute and regulations “necessary to the effective prosecu- 
tion of the present war.” (Section 1(a) of the Emergency Price Control Act.) 

Thus, under the view here taken, retailers may sell at the maximum price re- 
gardless of whether or not in doing so, they would be violating the fair trade act. 
The same position would seem to have been taken in the Office of Price Administra- 


tion press release, No. PM-3284. Therefore, retailer A, in our hypothetical case, 
could not be lawfully enjoined from selling the brand of tooth paste at 25 cents. 
Nor would he be liable for damages or penalties on this ground under the state 
fair trade act. Section 205(d) of the Emergency Price Control Act specifically pro- 
vides that “no person shall be held liable for damages or penalties in any Federal, 
State, or Territorial court, on any ground for or in respect of anything done or 
omitted to be done in good faith, pursuant to any provision of this Act, or any regu- 


”” 


lation, order, price schedule, requirement, or agreement thereunder, . . . 

In case he should like to raise his price to the fair trade level, retailer A may, 
under Section 18(a) of the Regulation, apply for modification on the ground that 
his March price was “abnormally low in relation to the maximum prices of the 
same or similar commodities established . . . for other sellers at retail.” In OPA 
Press V Release No. PM-3284, the attention of traders was expressly called to the 
remedy provided by section 18(a). It is, of course, possible that the retailer will not 
avail himself of the remedy provided by section 18(a), but will prefer to continue to 
sell the brand at the March price. It may be appropriate to point out, therefore, that 
under section 19 any person may seek a modification of section 2 by filing a petition 
for amendment. It would seem that under this provision the manufacturer or a 
competing retailer might file a petition asking the Price Administrator to raise the 
maximum price of the violator to the minimum permitted under the Fair Trade 
Act. No opinion is expressed here as to the attitude of the Office of Price Adminis- 
tration if such a petition should be filed. 
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II. The question now arises as to the interpretation to be given to section 8. 
Section 8 provides that “lower prices than those established by this Regulation may 
be charged, demanded, paid or offered.” 

Under I-1 supra, we assumed that the retail price of a certain brand of tooth 
paste was fixed at 30 cents and that all retailers sold at this price during the entire 
month of March. Does section 8 authorize those retailers to disregard their obli- 
gations and sell at any price they choose? 

In press release No. PM-3400, Mr. Henderson has stated that section 8 “should 
not be construed to express an intent to void any seller’s obligation to maintain 
minimum prices under any fair trade agreement or state fair trade act. The purpose 
of this provision is to make clear to sellers and buyers that OPA is fixing maximum 
prices only.” In other words, section 8 authorizes the offering of lower prices than 
those established by section 2 provided that this can be done in conformity with the 
seller’s obligations under the fair trade act. In our hypothetical case no seller will 
be permitted under state law to sell at less than 30 cents. 

2. Under I-2 the position was taken that a retailer selling during the entire 
month of March at 25 cents in violation of his fair trade obligation is authorized to 
continue to sell at 25 cents. This raises the important question of whether his com- 
petitors who were selling at 30 cents in compliance with their obligations are now 
permitted to lower their price to 25 cents in order to meet the rival’s competition. 
Again, the answer would seem to be that section 8 authorizes such lowering of prices 
only provided that the state law permits it. The determination of this question will 


ultimately depend upon the construction the courts will give to the particular state 
fair trade act involved. 


III. It may be argued that the positions taken here in respect to sections 2 and 8 
are inconsistent. In reference to section 2 the view has been expressed that re- 
tailers may sell at the maximum price even though, in doing so, they may violate 
the fair trade act. On the other hand, section 8 has been interpreted as permitting 
the charging of lower prices only provided that this would not be in violation of a 
fair trade act. However, the positions can be reconciled. To hold that retailers 
may sell at the maximum, regardless of fair trade acts, may be considered necessary 
in order not to force them to discontinue selling a commodity which they sold in 
March in violation of the fair trade act. To authorize any retailer to sell below the 
maximum established by the Regulations, regardless of a fair trade act, may not be 
equally necessary. 

Thus taking the two interpretations together, the position adopted is in the 
nature of a compromise between two extreme positions. While superseding exist- 
ing fair trade acts, to a certain extent, their continued operation, in general, is per- 
mitted. 
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STATEMENT CONCERNING ENEMY-HELD PATENTS AND TRADE- 
MARKS 


By Leo T. Crowley, Alien Property Custodian 


The Office of the Alien Property Custodian was established by the President 
by means of Executive Order No. 9095 under the grant of authority contained in 
the First War Powers Act. This Executive Order gave to the Custodian power to 
vest “any property or interest therein of any foreign country or a national thereof.” 
One of the powers thereby acquired by the Custodian was the power to seize foreign- 
owned patents and foreign interests in patents. 

Since my appointment as Alien Property Custodian I have cooperated with the 
Antitrust Division of the Department of Justice and have joined in the consent 
decrees which have made more readily available to American industries manufactur- 
ing processes for the production of synthetic rubber, magnesium, pharmaceutical 
products, and many other products of vital importance to the war effort. 

While in this manner a good start has been made in making enemy-controlled 
processes available to our own manufacturers, there are many situations which anti- 
trust action cannot reach, or which can be more effectively handled in other ways. 

The history of foreign domination over certain American businesses long ante- 
dates the last war when, as you will remember, strenuous efforts were made to break 
these controls. During the last war the Alien Property Custodian seized about 
17,000 enemy-owned patents and copyrights. Many of these were sold under 
arrangements which were designed to insure the permanent exclusion of detrimental 
and hostile alien control, but through the years alien interests have gradually re- 
gained a substantial degree of influence. 

I wish to state briefly the problem now facing the Alien Property Custodian with 
respect to patents. It may be that as time goes on we will see the problem differ- 
ently ; things that seems most important today may be of relatively little importance 
a month or six months from now. We do not know precisely the size of the problem 
with which we are faced, exactly how many enemy-owned or controlled patents are 
subject to vesting, which of these are important and which are of relatively little 
significance. Some idea of the numbers involved can be obtained from testimony 
given before the Temporary National Economic Committee in 1939. During the 
years 1930 to 1937, 23,000 patents were granted to residents of Germany, Italy, and 
Japan. In conjunction with the Department of Justice and the Patent Office, we 
are now making a survey to ascertain which patents are enemy-owned and controlled 


Note.——American trade-mark owners are awaiting with much interest the steps which will 
be taken in the near future by the Alien Property Custodian with regard to enemy-owned patents, 
copyrights and trade-marks. While it is too early to predict what concrete form such action 
may take and what its effect will be on American-owned industrial property rights in enemy 
countries, it is believed that the statement by the Alien Property Custodian before the Com- 
mittee on Patents on April 27, 1942, will be of particular interest to our readers. 

We are, therefore, reprinting his statement in full—Eb. 
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and to discover which of these so owned or controlled are of most importance to this 
country and our allies. 

In order to understand the problem with which we are faced, it is necessary to 
go beyond the mere term “patents” and to give consideration to various classes of 
patents. For the moment I should like to distinguish: 


A. Patents which have been made available for war use by consent decree, or by other 
action independent of or in addition to the vesting power of the Custodian. 

B. Patents held by domestic corporations which are enemy-owned or controlled and conse- 
quently subject to seizure by the Custodian as a part of the assets of such corporations. 

C. Enemy-owned patents which are neither assigned nor licensed. 

D. Enemy-owned patents which have been licensed. 

E. Patents granted to enemies and subsequently transferred to American owners. 


In some of these cases we may have to exercise power beyond that which is ac- 
quired in merely taking over the rights of the enemy owner. Enemy-controlled 
domestic corporations may have licensed their patents in a manner so prejudicial 
to the public interest that these licenses must be wholly or partially abrogated. The 
same, of course, may be true of patents owned directly by enemy interests. 

In the case of patents granted to enemies and subsequently transferred to an 
American holder we must also go behind surface appearances. In the normal case, 
when such a transfer has been made in good faith for value and in a manner not 
contrary to the public interest, the patent has ceased to be enemy-owned and is as 
much a domestic patent as though it had been originally invented by an American 
and had never been held by any foreign interest. In such a case the Custodian 
clearly has no role to play. But there are many instances in which enemy-controlled 
patents have been assigned to American holders with understandings that these 
patents will be held or used in a manner inconsistent with the general welfare of this 
nation. In such cases we conceive it to be the duty of the Custodian to investigate 
and, if need be, proceed with such action as may be necessary. 

In this statement of the problem I have referred only to enemy-owned or con- 
trolled patents and American-owned patents. Certainly, when we refer to enemy- 
owned or controlled patents we include patents which are ostensibly owned by neu- 
trals but which actually are held for the benefit of enemy interests. There will be 
a great many instances in which neutrals appear to be patentees, assignees or 
licensees, but in which the Custodian must act. When citizens of neutral countries 
are licensees of enemy-owned patents they must be treated in no more lenient 
fashion than are licensees of enemy-owned patents who are American citizens. 

The problem with which we are concerned is not only that of patents but also of 
copyrights and trade-marks. We have already received requests to take action to 
permit the translation of works of which the copyrights are held by enemy aliens in 
order that these works may be available in English for use in war work. We 
propose to take action in such cases if for no other reason than that the holder of the 
copyright is not in a physical position to exercise control over it. 

We must act not only with respect to patents which are owned or controlled 
either directly or indirectly by the enemy, but also with respect to the patents of 
persons who are not in a position to exercise control over their property. The citi- 
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zens of occupied countries are, in some cases, unable to make the patents available 
for the use which the public interest of this country demands, and it is clearly the 
duty of the Custodian to vest these patents and make them available for war work 
wherever and whenever needed. 

Our problem extends beyond the handling of patents which have already been 
issued. There are a great number of applications for patents which are now being 
prosecuted by patent attorneys for enemy owners. Many of the inventions covered 
by these applications may become of great value to this country. We must take 
steps to protect the public interest in this connection. Such action will be taken in 
the near future. 

We must recognize that in many cases a patent alone and of itself is of little 
value. The Custodian must vest or otherwise acquire not only the patent but in- 
structions, drawings, blueprints, and other material known as “know-how” which 
are necessary to make a patent useful. If this “know-how” is in the hands of 
present licensees, assurance must be given that subsequent licensees will also receive 
it. Inthe case of presently unlicensed patents some of this data may be very difficult 
to locate, and the Custodian may find it necessary to take immediate steps to capture 
or recreate it. 

The Office of the Alien Property Custodian is, of course, only now being or- 
ganized. While as we go along and become more familiar with the problems in- 
volved we may want to make changes, the policy which we propose to follow in re- 
gard to patents, including also in that term trade-marks and copyrights, is along the 
following lines: 

1. As rapidly as possible, we will take possession of all enemy-owned or con- 
trolled patents and all interests of enemies under patents where such patents or in- 
terests appear to have any substantial value. 

2. We believe that the primary purpose of vesting and administering foreign- 
owned patents is to break any restrictive holds which these patents may have on 
American industry, particularly restrictions which may operate to impede war pro- 
duction. We propose to seek out such restrictions, with the aid of the Department 
of Justice, the Board of Economic Warfare, and others, and to break them wherever 
we find them, by whatever means may be available. 

3. In order to secure the maximum utilization of patents which may come into 
our possession, we propose to make them freely available to American industry. 
We cannot, at this time, state exactly the terms under which they will be made avail- 
able, since the terms will necessarily vary from one patent or type of patent to an- 
other. In general, however, no patents will be sold at this time. Licenses will be 
issued, on a non-exclusive basis, to any qualified applicant. Where exclusive rights 
are sought, it will be our policy to put upon the applicant the burden of proving that 
the exclusive grant would be in the public interest. It seems to me that we must 
feel our way with respect to our policy on making charges for the use of enemy 
patents. It may be that some patents should be thrown into the public domain. In 
other cases, where licenses are sought in order to manufacture material for the 
government, they will be made available at a low rate on the condition that any 
benefit thus obtained shall accrue to the government, not to any individual or private 
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corporation. In some cases, this may necessitate a scaling down of existing con- 
tracts. In determining upon royalties it must be borne in mind that as a general 
principle the lower the royalties the more widespread will be the use of the invention 
and the greater the public benefit. On the other hand, there may be cases in which 
a low royalty would only result in an unreasonable profit to the licensees. 

4. In regard to patents which are owned by corporations which have or which 
will come into my control, as distinguished from patents which are seized directly 
from an enemy owner, the general policy will be to permit the corporation, as an 
operating unit, to retain and continue to manage those patents which are necessary 
and useful to its busness ; any other patents which the corporation may own will be 
administered directly by the Alien Property Custodian. 

5. For the present, the administration of patents which are seized directly from 
enemy owners will also be under the immediate control of the Office of the Alien 
Property Custodian. It may eventually be desirable to turn these patents over to a 
government-owned and operated corporation which could not only administer the 
patents, but which could also conduct the necessary technological research to main- 
tain and improve their value. 

6. The income which accrues from patents in our control, both in the form of 
royalties from licenses already outstanding and from licenses hereafter granted may 
be used to defray the expenses of discovering the patents, appraising their value, 
making them usable and available to licensees, administering the licenses, and in such 
research projects as may be necessary to obtain the greatest possible use of the 
patents. 

I feel very strongly that we cannot remain entirely passive in connection with 
these patents. We must find out what they are good for and call them to the atten- 
tion of potential users. Many patents, in and of themselves, give little indication 
of their value or their use. It is only in connection with the related “know-how” 
and continuous research that their value becomes evident. In connection with many 
of these patents it will be incumbent upon the Office of the Custodian to present to 
patent users not only the bare patent but also relating facts and materials in order 
that these potential users may be able to judge whether or not their production will 
be promoted by the invention. 

The policies which I have outlined were discussed with the President and I be- 
lieve that they constitute a program which follows very closely the President’s state- 
ment on the subject at a recent press conference. In undertaking the task of ad- 
ministering enemy-owned patents, we are confident that we will have the coopera- 
tion of the Department of Justice, the Treasury, the Patent Office, and other inter- 
ested government agencies. As I have said, the chief purpose of seizing these 
patents is to expand their use in order that our war production may increase as 
rapidly as possible. The cooperation of all interested government agencies will be 
necessary to achieve that result. We realize that the patent field is a broad one of 
which we contact only a part. 


Beyond the administration of patents in a manner designed to maximize war 
production, the Office of the Custodian will await a statement of Congressional 
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policy concerning their ultimate disposition. No steps will be taken which will in 
any way interfere with the ultimate disposal of these patents in the public interest as 
Congress may direct. We propose to advise Congress of any major changes of policy 
which we may make in order that, if these changes are not in accord with its wishes, 
we can be directed accordingly. 


TERRITORIAL RIGHTS WITHOUT PRIORITY OF USE 
By Beekman Aitken* 


Situations arise where a manufacturer innocently applies a mark to goods in a 
locality in which another has previously used the same mark upon the same goods. 

If the matter is litigated, the original user generally claims priority of use and 
unfair competition. The defenses are usually abandonment and laches. 

The courts in determing the merits of a particular case have come to realize that 
priority of use is not always the decisive factor. A mere casual or inconsiderable 
use is not sufficient. Such transitory or spasmodic use is not protected where the 
junior party in good faith has built up a large business under the mark. It is held 
that trade-mark rights are acquired only by continuous and extensive use in the 
area in which the public becomes acquainted with the product and associates the 
mark therewith." The soundness of the rule has recently been sustained.? In no 
two cases are the facts identical but in most of them questions of abandonment and 
laches arise. The decisions on laches are based upon the delay of the originator 
creating a situation which would be inequitable to alter ; and equity will not enjoin 
continuance if its origin was innocent.* 


With regard to abandonment, early decisions held that in order to establish 
abandonment it was necessary to show not only acts indicating a practical abandon- 
ment but an actual intent to abandon.* Mere discontinuance did not constitute 


* Member of the New York Bar. 

1. Hanover Milling Co. v. Metcalf, 240 U. S. 403 [6 T.-M. Rep. 149]; United Drug Co. v. 
Rectanus, 248 U. S. 90 [9 T.-M. Rep. 1] ; Kohler Mfg. Co. v. Beeshore, 59 Fed. 572; J. M. Jacobs 
v. lodent Chemical Co., 41 F. (2d) 637 [20 T.-M. Rep. 283]; Richter v. Reynolds, 59 Fed. 577; 
Keebler Weyl Baking Co. v. J. S. Ivins Sons, 7 F. Supp. 211 [24 T.-M. Rep. 161]; Esso, Inc. v. 
Standard Oil Co., 98 F. (2d) 1. 

2. Fruit Industries, Ltd. v. Bisceglia Bros. Corp., 101 F. (2d) 752, affirming 20 F. Supp. 564, 
(E. D. Pa.) [29 T.-M. Rep. 177], cert. denied, 307 U. S. 646; J. A. Dougherty’s Sons, Inc., 
Distillers v. Kasko Distillers Products Corp., 35 Fed. Supp. 561; J. M. Jacobs v. Iodent Chemical 
Co., supra. See also, G. F. Heublein & Bros. v. Bushmill Wine & Products Co. and Brookside 
Distilling Products Corporation, 39 Fed. Supp. 549 [31 T.-M. Rep. 258]. 

3. Old Lexington Club Distilling Co. v. Kentucky D. & W. Co., D. C., 234 Fed. 464 [8 T.-M. 
113] ; Proctor & Gamble Co. v. J. L. Prescott Co., 3 Cir., 102 Fed. (2d) 773 [29 T.-M. Rep. 103]; 
Fruit Industries, Ltd. v. Bisceglia Bros. Corp., supra; J. A. Dougherty’s Sons, Inc. v. Kasko 
Distillers Products Corp., supra. 

4. Saxlehner v. Eisner & Mendelson Co., 179 U. S. 19, 21 Sup. Ct. 145; Julian v. The 
Hoosier Drill Co., 78 Ind. 408; Williams v. Adams, 29 Fed. Cas. 1349; Mathy v. Republic Metal- 
ware Co., 35 App. D. C. 151; W. A. Gaines & Co. v. E. Whyte Grocery Fruit & Wine Co., 170 
Mo. App. 507. 
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abandonment.® With modern business conditions and a realization that new busi- 
nesses may now be established in a period of time which would have been considered 
amazingly short years ago, the courts clearly recognize that, where the good will of 
the prior user dies out after disuse, an intent to abandon the mark is implied in favor 
of the subsequent user who builds up innocently a new significance for the brand 
name within the territory." The new user is fully protected in reappropriating the 
disused mark.’ The soundness of this rule is apparent as the intent of the original 
appropriator is of no importance where the public now associates the mark with the 
new user and not the old. The public interest requires that the new user, rather 
than the old, be granted protection.* Marks are no longer regarded as a species of 
property, inalienable from their creators, but in the public interest are protected as 
indicating a present source of origin of the goods to which they are applied. 

In order to establish the defense of laches it used to be important, if not essential, 
to show that the original user had actual knowledge of the subsequent use and, 
notwithstanding, sat back and delayed in establishing its rights, thereby creating 


during such period of time a situation inequitable to alter.? Today it is no longer 


essential for the later appropriator to establish that the original user had actual 
notice of adverse use of the mark. Such knowledge is implied, when, for a period 
of years, the product of the later user has become identified with the mark it bears.*® 
Again, an implication is made with the view of preventing hopeless confusion in 
the minds of the purchasing public which now considers the mark as identifying 
the product of the newcomer, who is the one responsible for the public associating 


the mark with the good will of its business and not of another. Had the original 
appropriator exercised ordinary diligence he would have known of the subsequent 


5. Baglin v. Cusenier, 221 U. S. 580, 31 Sup. Ct. 669; Beechnut Packing Co. v. P. Lorillard 
Co., 273 U. S. 629, 47 Sup. Ct. 481 [17 T.-M. Rep. 159]; Poiret v. Jules Poiret, Ltd., & A. F. 
Nash, 37 R. P. C. 177; Universal Candy Co. v. A. C. Morse Co., 298 Fed. 847, (Ct. App. D. C.) 
[14 T.-M. Rep. 232]; Nolan Bros. Shoe Company v. W. H. Nolan, 131 Cal. 271, 63 Pac. 480; 
Burt v. Tucker, 178 Mass. 493, 59 N. E. 1111. 

6. Royal Baking Powder Co. v. Raymond, 70 Fed. 376; Reconstruction Finance Corp. v. 
J. G. Menihan Corp., 28 F. Supp. 920 [30 T.-M. Rep. 430] ; Levering Coffee Company v. Mer- 
chants Coffee Company, 39 App. D. C. 151; Yellow Cab Corp. v. Korpeck, 120 Misc. 449, 198 
N. Y. Supp. 864; Blackwell v. Dibrill, 3 Fed. Cas., 553, No. 1475; Standard Brewery Co. of Balti- 
more City v. Interboro Brewery Co. (supra) ; Carfarelli Brothers v. Western Grocery Co., 102 
-_— 104, 127 S. W. 1018; Golenpaul v. Rosett (New York Supreme Court), 30 T.-M. Rep. 192, 
197. 

7. Layton Pure Food Co. v. Church & Dwight Co., 182 Fed. 24; Rice-Stix Dryq Goods Com- 
pany v. Schwartz-Enwarz-Enbach-Huber Co., 47 App. D. C. 249 [8 T.-M. Rep. 111]; Standard 
Brewery Co. of Baltimore City v. Interboro Brewing Co., 229 Fed. 543 (C. C. A. 2nd), [6 T.-M. 
Rep. 203]. 

8. Supra, Notes 3 and 6. 


9. Menendez v. Holt, 128 U. S. 514; Burke v. Bishop, 175 Fed. 167; Order of the Mystic 
Shrine v. Michaux, 279 U. S. 737; Procter & Gamble Co. v. J. L. Prescott, 102 Fed. (2d) 773; 
Prince’s Metallic Paint Co. v. Prince Mfg. Co., 57 Fed. 938; McLean v. Fleming, 96 U. S. 245. 

10. May v. Goodyear Tire & Rubber Co., 10 Fed. Supp. 249; C. B. Fleet Co., Inc. v. Mobile 
Drug Co., 284 Fed. 813; Window Glass Mach. Co. v. Pittsburgh Plate Glass Co., 284 Fed. 645; 
French Republic v. Saratoga Vichy Spring Co., 191 U. S. 427, 24 S. Ct. 145, 48 L. Ed. 247; 
Valvoline Oil Co. v. Havoline Oil Co., 211 Fed. 189. See also, Levy v. Waitt, 61 Fed. 1008; 
Whittemore Bros. Corp. v. Ramsey, 300 Fed. 576; Old Lexington Club Distillery Co. v. Kentucky 
Distilleries & Warehouse Co., 234 Fed. 464; Creswill v: Knights of Pythias, 225 U. S. 246; 
Tompkins v. St. Regis Paper Co., 236 Fed. 221; Foster v. Mansfield, 146 U. S. 88, 13 Sup. Ct. 28; 
France Milling Co. v. Washburn-Crosby Coa., 3 F. (2d) 321; Thos. J. Carroll Son v. McIlvaine 
& Baldwin, 183 Fed. 22, 105 C. C. A. 314. 
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use of the mark in the same market for the same merchandise. The correctness of 
the rule is more evident when during the period of disuse the original user employs 
other marks in the same territory in the sale of the same or kindred goods.” 

We should neither lose sight of those non-users who continue to use the same 
mark outside of the given territory nor those whose prior use is remembered therein. 
The courts recognize that the memory of the public is short-lived. Either the 
originator or later user will prevail, depending upon whether the public continues 
to recognize the goods as emanating from the first user. Naturally, this is a matter 
of degree, regard being had to the magnitude of prior use as well as to the length 
of disuse. Where there has been long prior use and disuse for one year, the origi- 
nator will be protected.” This is sound, as the public no doubt still associates the 
mark with the original user. The same applies to long disuse provided the vitality 
of the mark is sufficiently strong to survive the disuse, regard being had, however, 
to limited use made by the later user." But where the public no longer associates 
the mark with the first user the reappropriator prevails.”* 

It is clear from recent decisions that the protection of consumer understanding 
is the vital consideration in determining the rights of the parties. The intent of 
the parties is of negligible importance. If the buying public considers the new- 
comer as the source of origin for the trade-marked goods, he will be granted relief ; 
but if the originator in the public mind continues to be considered such source there 
is no abandonment or laches and hence his revived use will be respected. 


“CELOFAN” HELD REGISTRABLE IN THE ARGENTINE 


Supplementing Dr. Wassermann’s scholarly article, which appeared in our April 
and May, 1942, issues [31 T.-M. Rep. 35, 51], it will be of interest to compare with 
the decisions discussed therein the following judgment recently handed down by an 
Argentine Federal Court and contributed by our Buenos Aires correspondent. 


The Buenos Aires Federal Court in a recent judgment held that the word 
“Celofan” is capable of registration as a trade-mark in Argentina. The facts of 
the case were briefly as follows: 


Société Anonyme La Cellophane applied for registration of the trade-mark “Celofan” 
in Argentina. “Celofan” is the Spanish way of spelling (and pronouncing) “cellophane.” 
The applicant company is the owner of a registration of “Cellophane” in Class 3, first 
registered in 1922 and since renewed, and sought registration of “Celofan” in Classes 3 
which includes transparent cellulose sheeting) and 18 (covering stationery and similar 
goods). 


11. See Fruit Industries, Ltd. v. Bisceglia Bros. Corp., supra; J. A. Dougherty’s Sons., Inc., 
Distillers v. Kasko Distillers Products Corp., supra; G. F. Heublein & Bro. v. Bushmill Wine 
& Products Co.; and Brookside Distilling Products Corporation, supra. 

12. Ansehl v. Williams, 267 Fed. 9; Julian v. Hoosier Drill Co., 78 Ind. 408; Andrew Jergens 
Co. v. Woodbury, Inc., 273 Fed. 952. 

13. Katz Underwear Co. v. Corticelli Silk Co., 29 F. (2d) 874; Poiret v. Jules Poiret, Ltd., 
& A. F. Nash, 37 R. P. C. 177. 

14. Supra, notes 2, 3, 6, and 10. 
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The Patent Office denied registration, holding that the mark is generally used in a 
descriptive and generic sense by the trade and that nobody is, therefore, entitled to claim 
a monopoly thereof. This decision has now been reversed by the Federal Court. The 
Court found in the first place that the French Company, being the owner of a registration 
of “Cellophane,” is also entitled to register “Celofan,” provided only that the earlier 
registration is valid. Since all formal requirements were complied with at the time the 
registration of “Cellophane” was obtained in 1922, it could only be held invalid if at that 
time the word “Cellophane” had been in general use to describe the product. The Court 
found that no such general use had been proved and that, on the contrary, it was shown that 
the most important Argentine producer of transparent cellulose sheeting does not use the 
word “cellophane” or “celofan” in a generic sense. The Patent Office was, therefore, 
ordered to grant registration on the two applications presented by appellants. 

Although the Court did not make reference thereto, the doctrine that a registration of 
a trade-mark in one language—“cellophane”—automatically entitles to registration of its 
translation or version in any other, is now generally accepted in Argentina. (See judg- 
ment of the Federal Court Jn re Peters Hnos. v. Link & Cia., 1911 Patentes y Marcas 18, 
sustaining an opposition to an application for registration of “Schlussel,” “Key” and “Clef” 
on a registration of “Llave,” their equivalent in Spanish, and judgment of the Federal 
Court of Appeals, 1935, Patentes y Marca 279 In re J. C. Eno, Ltd., ex parte, holding 
that the owners of the registered trade-mark “Fruit Salt” are entitled to register “Sal de 
Frutas’”’). 

It may be interesting to compare the view taken by the Argentine Court in regard to 
the trade-mark “Cellophane” with that prevailing in this country where the courts have 
repeatedly held that the word “Cellophane” is descriptive—see judgment of the U. S. Circuit 
Court of Appeals, 31 T.-M. Rep. 230. This last decision was mainly based upon a previous 
one in which the Court stated: “It seems quite evident that the French manufacturers and 
their agents, as well as the relatively limited public that were interested in using these 
cellulose films before Du Pont entered the field, constantly employed the word ‘cellophane’ 
to describe the product and that it was used in a generic sense from the beginning.” The 
lack of evidence as to use in a generic sense from the beginning, t.e., since before 1922, was 
the reason for the different attitude taken by the Argentine judge who stated also that 
if the mark had been used descriptively after registration was obtained, such use could not 
invalidate the efficacy of rights previously acquired in accordance with the law." 


THE SALE OF COPYRIGHTED WORKS UNDER FAIR TRADE 
CONTRACTS 


The Maryland Court of Appeals has handed down a decision (unreported) 
affirming a decision of a lower court, which held valid a contract subsisting between 
a New York publisher and a Baltimore bookseller, and found a rival bookseller in 
the latter city guilty of violating the State Fair Trade Act by selling below the prices 
fixed in such contract copyrighted books issued by the New York publisher. 

So far as reported, this is the first case brought under state fair trade laws that 
involved the sale of copyrighted works, and is thus of more than usual interest. 

The Maryland Fair Trade Act in its main provisions, is nearly identical with 
similar laws in force and held constitutional in forty-four states of the Union. All 


1. In re Société Anonyme La Cellophane, ex parte. 
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these statutes require as a condition for their enforcement that the goods concerned 
shall bear the brand or trade-mark of the producer, on the assumption that such 
symbols embody his business good-will and are, therefore, proper objects of legal 
protection. 

The appellant was found by the lower court to have sold a certain book priced 
by the publisher, Simon & Shuster, Inc., at $10 for $8.50, and thus to have been 
guilty of unfair competition with appellee, a rival bookseller. In affirming the de- 
cision of the lower court, the appellate court stated that the Maryland Fair Trade 
Act had already been held constitutional by that court in the case of Goldsmith v. 
Mead Johnson & Co. Appellant, however, without challenging the constitutionality 
of the act, contended that it did not apply to copyrighted books, which, it claimed, 
were not “commodities” within the accepted meaning of the term. Moreover, 
appellant averred, a literary work could not be in “free and open competition” with 
another copy of the same book. 

The court, however, said that books, being sold in exchange for money, were 
undoubtedly commodities and articles of commerce, and quoted with approval from 
a recent publication’ the following: 

Books are true proprietary products with legal rights of ownership protected by copy- 
rights. Within a given printing each copy of a given book duplicates exactly every other 
copy. ... It is because dealers often guide the selection of books that the use of books as 
leaders so greatly perturbs the publishers. 

If the reading public bought books generally without regard to titles or subject matter, 
undoubtedly price variations tending to encourage the purchase of the cheaper volumes 
would justify a description of the situation as one of competition. But the classical student 
originally bent on securing a copy of Plato’s “Republic” would not shift his choice to a 
detective story, merely because the latter could be obtained for less money. . . . It follows, 
therefore, that, if it is to be said that competition, as defined by the Act, exists in the book- 


selling business, it must be found in connection with books of almost, if not entirely, 
identical contents. 


Moreover, the court added that, as early as 1904 in the case of Straus v. Ameri- 
can Publishers Ass'n (69 N. E. 1107), the right of a copyright owner to maintain 
a minimum price with respect to the subject of the copyright was approved. The 
fact also that the price named in the contract at issue was the price listed in the pub- 
lisher’s monthly catalog definitely implied that the price was subject to change, refuted 
appellant’s contention that the stipulated price should be definitely set out in the 
contract. The text of this decision will appear in the September issue of the Trade- 
Mark Reporter.” 


INJUNCTIVE RELIEF UNDER SECTION 964 OF THE NEW YORK 
PENAL LAW 


The New York Supreme Court handed down on June 22, a decision which may 
well become an important precedent in the development of unfair competition law 


1. Price Control under the Fair Trade Legislation, by E. T. Grether. 
2. R. Lyle Schill, trading as Schill’s Book Shop v. The Remington Putnam Book Company. 
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in New York. In Fainblatt v. Leo Sportswear Co., Inc. (N. Y. Law Journal, June 
22, p. 2632), a summary application was made upon petition and notice of motion 
for an injunction to restrain respondent from using the name ‘‘Leo Sportswear Co.” 
on the ground that the use of such name was misleading and had actually caused 
the public to believe the respondent to be ““Lee Sportswear Co.” which is the trade- 
name used by petitioner. 

Section 964 reads as follows: 


Use of Name or Address with Intent to Deceive. No person, firm or corporation shall, 
with intent to deceive or mislead the public, assume, adopt or use as, or as part of a cor- 
porate, assumed or trade-name, for advertising purposes, or for the purposes of trade or 
for any other purpose, any name, designation or style, or any symbol or simulation thereof, 
or a part of any name, designation or style or any symbol or simulation thereof, which may 
deceive or mislead the public as to the identity of such person, firm or corporation or as 
to the connection of such person, firm or corporation with any other person, firm or 
corporation; nor shall any person, firm or corporation, with like intent, adopt or use as, 
or as part, of, a corporate, assumed or trade-name, for advertising purposes, or for the 
purposes of trade, or for any other purpose, any address or designation of location in the 
community which may deceive or mislead the public as to the true address or location of 
such person, firm or corporation. A violation of this section shall be a misdemeanor. 
Whenever there shall be an actual or threatened violation of this section, an application 
may be made to a court or justice having jurisdiction to issue an injunction upon notice to 
the defendant of not less than five days, to enjoin and restrain said actual or threatened 
violation ; and if it shall appear to the satisfaction of the court or justice that the defendant 
is in fact assuming, adopting or using such name, or is about to assume, adopt or use such 
name, and that the assumption, adoption or use of such name may deceive or mislead the 
public, an injunction may be issued by said court or justice, enjoining and restraining such 
actual or threatened violation without requiring proof that any person has in fact been 
deceived or misled thereby. 


In opposing the application, respondent argued that, in order to make Section 
964 applicable, there has to be a criminal intent on the part of the respondent and 
that a violation of the statute must be proved beyond a reasonable doubt. In sup- 
port of this position, the respondent cited the recent case of Julius Restaurant, Inc. 
v. Lombardi (22 N. Y. Supp. (2d) 17 [30 T.-M. Rep. 187]). It had been held in 
that case that Section 964 is a penal enactment and hence necessitates the proving 
of all elements which have to be proved in a criminal prosecution. 

Mr. Justice Eder, in refusing to follow the precedent of the Lombardi case, 
pronounced the following important principles: 


It is true that this is a penal statute but it is also a hybrid of civil and criminal remedies, 
yet capable of definite severance, the one from the other. Thus that part of it which 
relates to and grants civil remedy must be read separate and distinct from that part of it 
which is penal in character and viewed as a separate independent enactment and con- 
strued and interpreted accordingly (McKinney’s Cons. Laws, New York, Vol. 1, 1942, 
secs. 273, 275, and cases there cited). 

That part which confers the right to the civil remedy in the instant statute is no more 
than the counterpart of the civil action for an injunction to restrain unfair trade practices 
and unfair competition ; the only difference is that it enables an aggrieved party to institute 
a summary proceeding and obtain prompt and permanent relief, theretofore available only 
by the slow, cumbersome, and at times unsatisfactory procedure of a plenary suit, with its 
attendant and unavoidable delays occasioned by the necessity of serving a summons and the 
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length of time to answer with the right of application for further extensions of time, thus 
ultimately delaying a final hearing and determination for a considerable period of time; at 
best, in the emergency a temporary injunction or one granted pendente lite gave but pro- 
visional relief. 

In a formal civil action for injunctive relief the elements of criminal intent and reason- 
able doubt are irrelevant, immaterial and unnecessary, and I am unable to see that these 
elements become relevant, material and necessary merely because the same civil relief is 
permitted by a summary proceeding incongruously allied with a penal law (see Matter of 
Julius Restaurant, Inc. v. Lombardi, 282 N. Y. 126, 129). The line of division is marked 
and clear as between the one and the other. If criminal prosecution is invoked the elements 
of criminal intent and reasonable doubt become involved and material and must be estab- 
lished ; if civil suit is brought they have no application. 

Much as I believe in and favor uniformity of ruling and decision I am constrained to 
dissent from rulings which espouse a contrary conclusion. 

In the light of the views thus expressed, and believing as I do that the motives which 
induced the naming of the respondent as “Leo Sportswear Co., Inc.,” were and are intended 


to cause confusion and to deceive and mislead the public, it follows that the petition should 
be sustained. 


If this decision be sustained by the Appellate Court, there would then be available 
an effective equitable remedy against unfair competitors which it undoubtedly was 
the intention of the framers of Section 964 to create. Thus the case here reported 
may eventually lead to a reversal of the much criticized Lombardi case which Justice 
Eder refused to follow in his opinion (Eb.). 

The above case also has a notable humorous aspect in that the respondent tried 
to justify the adoption of the trade-name “Leo Sportswear Co.” on the ground that 
“it was decided that a short, easily read and easily pronounced name should be used 
by the new firm,” and that the name ‘‘Leo” admirably served this purpose. It was 
also asserted that the sales manager’s name was “Leo” Gilbert and that this was 
further evidence that the name “Leo” was not selected with any design to capitalize 


upon the reputation of Lee Sportswear Co. Said Mr. Justice Eder in rejecting 
these allegations: 


Fortunately, it seems, the undersurface respondents had in their employ this salesman 
with the first name of “Leo.” It was a good choice, so these persons no doubt believed, 
for if their intent at simulation should be challenged by the petitioners they could argue, 
with seeming plausibility (so they thought), that no evil intent prompted their selection of 


a name of such similarity but that it happened to be just a coincidence that they had a man 
of such first name in their employ. 
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